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FINANCIAL OVERVIEW 
 

 
Revenues have begun to improve but the gap between current revenues 
and current expenditures in the general fund keeps the budget 
environment challenging. 
 
As a result of the national economic recession, the city has been through a three-
year period of reduced general fund revenues that began in 2001, as illustrated 
in the chart below.   In contrast to an average revenue growth rate in excess of 6 
percent in the 1990’s, general fund revenues declined nearly $20 million, or 3.8 
percent from 2001 to 2002 and then remained basically flat into 2003.  No growth 
had been projected for 2004 at the outset of the year either, but general fund 
revenues are now projected to experience 2.5 percent growth in 2004, in what is 
hopefully an improving economic climate.  However, it should be mentioned that 
$3.25 million of the estimated $12.3 million in increased revenue is the result of 
retaining the proceeds of the kilowatt hour tax in the general fund in 2004, rather 
than transferring them to the Electricity Division.  For the first time in three years, 
the city will actually receive more revenue in the general fund than had been 
estimated in January by the City Auditor. 
 
The city has managed exceptionally well during this national recession by 
achieving significant expenditure controls in the general fund.  The 2004 general 
fund budget was actually slightly less than the 2001 budget, as shown on the 
chart below.  Equally as important, actual spending in 2001-2003 was from $11.7 
to $19.2 million below budgeted levels (in green on chart).  These spending 
reductions were achieved in major part by a down-sizing of the civilian labor force 
employed in our departments by 25 percent over the past 4 years, offsetting pay 
increases mandated by collective bargaining agreements and increases in health 
insurance and workers compensation premiums over which the city has little 
control. 
 
Nevertheless, as the chart below indicates, even with this reduced spending, 
expenditures exceeded revenues in each of the years 2002-2004 by from $16 to 
$28 million.  These gaps have been filled by spending down the year-end 
balance in the general fund and by transferring funds from the economic 
stabilization fund and employee benefits fund to the general fund.   These 
transfers cannot continue, since once exhausted or reduced to actuarially-
required levels, there will be no money to transfer.   The goal over the next 
couple of years is to completely close the gap between current revenues and 
expenditures.  Progress is being made this year by reducing that gap to $16 
million, the smallest in three years. 
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The chart above does show a $28 million increase in the 2005 general fund 
budget and, at least as currently projected, a $31 million gap between revenues 
and expenditures.  However, the original projected gap in 2004 was nearly $33 
million, yet, as mentioned above, increased revenues and savings in spending as 
the year progressed have reduced that gap to the current estimate of $16 million.  
It is reasonable to expect at least the same pattern in 2005, especially in light of 
the improving economic climate.   The 5.25 percent growth in the 2005 general 
fund budget is virtually all driven by personnel-related expenses, and is largely 
attributable to police and fire protection, since Public Safety’s budget alone 
accounts for $20 million of the increase.  For all general fund divisions, mandated 
wage increases add nearly $13 million to the 2005 budget while increased health 
insurance and workers compensation premium expense add another $7 million. 
 
Income tax collections provide about two-thirds of the revenue to the city’s 
general fund.  As the chart below shows, annual growth in the income tax had 
not fallen below 4.5 percent from 1993- 2000.  In fact, growth had not been below 
four percent for forty years. The national recession brought reduced growth of 
only 3.5 percent in 2001, and then in 2002 and 2003 growth fell, respectively, to 
a negative 0.3 percent and only marginal growth of 0.3 percent.  The return to a 
projected growth of 3.5 percent in 2004 is a hopeful sign of economic recovery, 
although the Auditor’s projected growth for 2005 of only 2.5 percent reflects the 
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importance that decreased refunds played in this year’s income tax growth and 
suggests the recovery will not be easy or quick. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The graph below shows the long-term multi-year average annual income tax 
growth rates from 1975-2000 compared to the five-year annual average for 2001-
2005, reflecting the national economic downturn.  The average annual growth for 
the latter five years of 1.9 percent is less than a third of any prior multi-year 
period. Income tax growth averaged 6.25 percent per year through the entire 
decade ending in 2000.  If that growth rate had continued from 2000 through 
2005, general fund income tax receipts in 2005 would be $430.8 million, $81.5 
million more than the current forecasted receipts of $349.3 million.    
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Although declining income tax growth rates are by far the main cause of 
budgeting challenges for the general fund over the last four years, they are not 
the only contributing cause.  As the chart below establishes, drastically lowered 
interest rates and reduced balances in the city treasury (a result of smaller and 
more infrequent bond sales necessitated by less income tax for debt service) 
have caused a decline of nearly $24 million in annual investment earnings in 
three years, a decline of over 81 percent.  Moreover, the State of Ohio has frozen 
local government funds distributed to cities and other local governments.  That 
freeze, coupled with declining state revenues, ended what had historically been 
$3 million in revenue growth per year in that source.  Had that growth continued, 
the city would be expecting $63 million in 2005 in contrast to the Auditor’s 
projection of $49.8 million.  In no year since 2001 has the city received as much 
as the $51 million it got that year. 
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This period of reduced revenues has necessitated aggressive measures to 
reduce spending.  The chart below shows that an annual growth rate in general 
fund spending of 7.4 percent in the last half of the 1990’s was first cut 
significantly to 4.9 percent in 2001, then drastically reduced in the succeeding 
three years, to a negative 0.3 percent in 2002, 1.3 percent in 2003, and a 
projected 0.4 percent in 2004.  Continued growth of 7.4 percent in general fund 
spending would have required a $735.7 million budget in 2005, in contrast to the 
$560.6 million budget being proposed. Thus, spending controls have reduced 
annual expenses sufficiently to save almost $175 million in 2005.  These 
reductions are the outgrowth of both the Mayor’s operations review of city 
government in 2000 and the recommendations of his Economic Advisory 
Committee in 2001.  Performance management is being instituted, operations re-
organized and consolidated, and employee benefit plans being changed to 
ensure that a fair portion of the cost is borne by employees. 
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In addition to more efficient and changed operations, and in many cases as a 
result of the same, the civilian workforce in our general fund divisions has been 
greatly reduced over four and one-half years, largely through stringent hiring 
controls. This reduction has contributed greatly to reduced spending, and the 
chart below provides dramatic illustration of this reduction over four and one-half 
years from first quarter 2000 to third quarter 2004. The decline of 472     
employees over this period represents a 25 percent decline in the civilian 
workforce in our general fund departments. 
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In addition to the significant reductions in spending which have been made to 
adjust to the challenging economic environment in which the city has found itself 
during the last four years, balancing the general fund budget has required 
moneys other than current revenues to close the gaps between current revenues 
and current expenditures during the last three years.  In 2002, that was 
accomplished simply by bringing down the year-end general fund balance by $19 
million.  That balance had grown over a number of years, reaching a peak of 
nearly $38 million in 1998, as a result of revenues exceeding expenditures. In 
2003 and 2004, the gaps were closed by the first-ever transfers from the 
economic stabilization (“Rainy Day”) fund and in 2003 by a transfer of what was 
then a surplus in the employee benefits fund.  The year-end “balance” in the 
general fund in 2003 and the anticipated “balance” in 2004, both of which were 
and are proposed for expenditure in the following years’ budgets, in reality simply 
reflect the transfers of more money from the rainy day fund than was in fact 
needed by the end of each year (but was then needed in the following years).  
 
The rainy day fund would have been essentially depleted this year by these 
transfers but for the infusion of moneys received in 2004 from the Solid Waste 
Authority of Central Ohio (SWACO) in partial satisfaction of its debt to the city 
connected to its lease of the former trash-burning power plant.  The largest part 
of this payment was the $55 million in proceeds from a SWACO bond sale for the 
purpose of partial satisfaction of this debt.  No significant payments will now be 
received from SWACO until its debt is retired, and the Special Income Tax Fund 
has lost an annual revenue stream of $6-7 million from SWACO which had 
supported debt service for capital improvements and now supports debt service 
for the SWACO bonds.  A table summarizing the annual balances in the rainy 
day fund appears later in this section. 
 
The anticipated year-end balance in the rainy day fund is $53.4 million.  With 
accrual of its own investment earnings, another couple of million dollars will 
accrue to the fund in 2005 and 2006 even if additional transfers are made to the 
general operating fund during these two years.  The 2005 budget proposes a 
transfer of $13 million, along with the anticipated year-end “balance” in the 
general fund, to close the gap between 2005 revenues and proposed spending.  
It is anticipated that a similar transfer will be needed in 2006 before we reach the 
point where current revenues can sustain current expenditures.  With these 
transfers, the remaining balance in the rainy day fund in 2007 should equal five 
percent of the then-anticipated general fund budget, meeting the requirements of 
the city’s financial policy for use of the rainy day fund (see p. 4-1 herein). 
 
Despite the three-year effects of the national economic recession upon our 
city, the Columbus economy retains the healthy underpinnings that should 
enable full recovery as unemployment declines. 
 
Despite the economic difficulties of the past few years, the outlook for the 
Columbus economy is positive.  The downtown office incentive program has 
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created 1,463 new office jobs since its inception.   Since 2000, various other 
economic development programs, such as those associated with Enterprise 
Zones, Community Reinvestment Areas, and Job Tax Credits, are expected to 
create 5,000 new jobs.  A study published by the U.S. Conference of Mayors in 
August 2004, forecasts a six percent growth in employment in the Columbus 
MSA over the years 2004-2008, primarily due to projected employment 
expansion in the services sector, which is expected to grow by an annual rate of 
1.3 percent.  The report predicts that total employment will return to its peak pre-
recession level of over 900,000 by mid-2006.   
 
Historically, the Columbus area has had consistently lower rates of 
unemployment than state and national levels, as illustrated in the graph below.  
As of September 2004, the unemployment rates in both Franklin County and the 
Columbus MSA were 4.9 percent, the Columbus rate was 5.7 percent, as was 
the State of Ohio rate, and, in contrast to historical patterns, the national rate was 
lower at 5.1 percent. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The largest employment sectors in Columbus are service, retail trade, state and 
local government, and finance/insurance/real estate.  Manufacturing accounts for 
only eight percent of total metro employment.  Nine of the 14 largest employers 
in the city are governmental or government-oriented: the State of Ohio, The Ohio 
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State University, Ohio State University Hospitals, the United States Postal 
Service, the Defense Supply Center, the Defense Finance and Accounting 
Service, the Columbus Public Schools, the City of Columbus and Franklin 
County.   
 
Columbus is the headquarters of Nationwide Insurance Company, Huntington 
Bancshares Corporation, Limited Brands and others.  The area’s geographic 
location makes it a home to many distribution operations including centers for 
Eddie Bauer, J. C. Penney, Consolidated Stores Corporation, McGraw-Hill 
Companies, and the U.S. Department of Defense.   Recently, the city teamed up 
with The Ohio State University and Battelle to lay the groundwork for future 
economic development in the areas of distribution and logistics, life sciences and 
research. 
 
Columbus is still a growing city.  The Mid Ohio Regional Planning Commission 
estimates the population of Columbus at December 31, 2003 to be 743,343, an 
increase of 4.5 percent since the last census estimate of 711,470 in 2000.     
Columbus has also expanded geographically over the past several years, adding 
a net 9.2 square miles since 1997.  The city continues to experience major 
development; both commercial and residential, indicating continued economic 
activity and a quality living experience.   The arena district in the downtown 
continues to develop, with additional office buildings and residential units 
presently under construction.  And Easton, a major commercial and residential 
complex in the northeast quadrant of the city, continues to thrive and expand. 
 
Columbus’ growth in real gross metro product (GMP), the metro-area equivalent 
of gross national product, slowed to 2.3 percent in 2001, but then increased to 
3.2 percent in 2002 and 4.6 percent in 2003.   In addition, Columbus’ share of 
Ohio’s gross state product rose from 14.8 percent in 1994 to an estimated 16.8 
percent in 2004.   Per capita personal income in Columbus was $33,114 in the 
second quarter of 2004, exceeding both the Ohio level of $31,195 and the 
national figure of $32,857. 
 
Stability in the business, residential, and political environments, a low cost of 
living, a high quality labor force and an emphasis on education further ensure a 
strong and stable economic outlook despite the current short-term challenges.  
The presence in Columbus and its immediate suburbs of 13 educational 
institutions, ranging from technical and design institutes to liberal arts colleges 
and a major research university, assure a continuous pool of well-educated and 
trained job candidates.  In comparison with other similar competitor regions in the 
country, the central Ohio region has high educational attainment.  A Brookings 
Institute study found that 29.1 percent of central Ohio residents over the age of 
25 hold a bachelor’s degree, as compared to 25.3 percent in the Cincinnati area, 
25.8 percent in the Indianapolis area, 26.5 percent in the Charlotte area, and 
26.9 percent in the Nashville area. 
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Further verification of the City of Columbus’ long-range financial soundness lies in 
the bond ratings awarded the city by both Moody’s Investors Service and Standard 
and Poor’s Corporation.  Bond ratings of Aaa and AAA, respectively, were 
awarded to the city in 1995 and have been maintained ever since.  These ratings 
represent the highest achievable for long-term debt, making Columbus the   
largest city in the nation currently holding this dual distinction. These ratings afford 
Columbus the opportunity to realize savings in the cost of long-term financing, 
affirm investor’s confidence in investment in Columbus, and help attract new 
businesses to the area. 
 
The City of Columbus has two general reserve funds: the economic stabilization 
fund (AKA rainy day fund) and the anticipated expenditure fund (formerly known 
as the 27th pay period fund).  
 
The rainy day fund was created in 1988 with an initial deposit of $4 million to 
create a reserve for unforeseen future events that could disrupt basic city 
services.  The goal of the fund was to reach five percent of general fund 
expenditures.  Until 1998, annual deposits of $1 million were made to the fund.  
In 1998, the fund received an infusion of $7 million from a refund from the Ohio 
Bureau of Workers Compensation.  In order to balance the general fund budget, 
$10.2 million was used in 2003, the first use of the fund since its establishment.    
An additional $25 million was used in 2004.  On May 4, 2004, the city deposited 
$55.1 million from the Solid Waste Authority of Central Ohio into this fund.   As 
mentioned earlier, these monies resulted from a bond issue by SWACO and 
were paid to the city in partial satisfaction of lease rental payments due the city.   
 
The anticipated expenditure fund was established in 1994 to plan for the next 
occurrence of a fiscal year in which there are 27 pay periods rather than the 
standard 26.  The next such occurrence is in 2005.  This fund received $5.33 
million in refunded monies from the Ohio Bureau of Workers Compensation in 
1998.  With the 2005 deposit of $750,000, the fund will have the amount 
necessary to meet the obligation for the extra pay period at year-end. 
 
Summary tables showing the projected balances of both reserve funds are set 
forth below.  
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2005 Budget Scenario 
 
The 2005 budget was balanced with limited resources while employing certain 
key principles, as follows: 
• Build a budget from the ground up which is keyed to the city’s strategic plan 

implementing the Columbus Covenant 
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• Focus on the basic priorities in city services for neighborhoods—police and 
fire protection, refuse collection, and basic public health services 

• Review all program areas to identify activities the city should no longer be 
engaged in, given limited resources 

• Review revenue sources to identify new revenues, opportunities for increased 
revenues, and options to shift general fund expenses to alternative funding 
sources 

• Continue to implement performance management, working toward providing 
performance measures for all city programs, which will inform the budget 
process 

• Promote efficiencies in government through reorganization of divisions, 
consolidation of functions, review of management structure and centralized 
fleet management 

• Implement recommendations of the city’s Operations Review and Economic 
Advisory Committee 

• Rely on attrition to the extent possible in reducing employment in civilian 
ranks, with no reduction in uniformed police and fire personnel levels 

• Continue hiring controls and diligent review of general fund spending to keep 
2005 spending at the lowest level necessary to provide essential services to 
the citizens of Columbus  

• Funds in the anticipated expenditure fund will remain available for the extra 
(27th) pay period in 2005 

• A new fund (the safety staffing contingency fund) is established with seed 
money which will be available within any given budget year in connection with 
staffing issues in the Police and Fire Divisions associated with anticipated 
retirements attributable to the Deferred Retirement Option Plan. 

 
 
General Fund Pro Forma 
A general fund pro forma operating statement is provided herein, which projects 
the city’s future general fund financial outlook.  The pro forma bases year 2005 
revenues on the City Auditor’s official Estimate of Available General Fund 
Resources, except as noted.  The following assumptions were used in 
developing the pro forma. 
 
Pro Forma Operating Statement Assumptions 
Like all financial forecasting tools, pro forma projections are based on a series of 
assumptions that invariably do not prove totally accurate over time.  Moreover, 
projections become less certain the further one extends the forecasting horizon.  
This pro forma statement assumes that year-end deficits, which are not 
permissible per state law, will be corrected through expenditure adjustments in 
order to force a positive year-end fund balance.  The document presented herein 
represents the Finance Department’s best estimate of the city’s financial status 
into the future, given the major assumptions below.  Revenue growth 
assumptions for most sources in 2006 and beyond are based upon an historical 
ten-year average.  
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Expenditure Assumptions 
• The standard inflation rate for non-personnel items is three percent in 2006 

and thereafter. 
• Personnel costs (excluding insurance costs) are projected at either the rate in 

effect per current collective bargaining agreements or, for those units that 
have contracts that are currently under negotiation or expiring in 2005, a rate 
consistent with the FOP schedule.   

• Insurance costs will grow by 12 percent annually in 2006 and beyond. 
• The Divisions of Police and Fire reflect the costs of new and planned recruit 

classes sufficient to maintain existing staff levels. 
• A deposit of $750,000 will be made to the anticipated expenditure fund in 

2005, with deposits of $1.85 million thereafter.  
 
Revenue Assumptions 
• Income tax receipts will grow by 2.5 percent in 2005 and by 6 percent in 2006 

and thereafter. 
• Property taxes will decline by 2.1 percent in 2005, grow by 10 percent in 2006 

due to the six-year reappraisal, and then grow by 4 percent thereafter. 
• Local government fund revenue is projected to grow by 6.42 percent in 2005 

and then by 7.3 percent thereafter. 
• Estate taxes are projected to remain flat in 2005 and then grow by 6.6 percent 

through the rest of the period. 
• Investment earnings will be $10 million in 2005 and then grow by 12.5 percent 

thereafter.   
• Hotel/motel tax revenue is projected to grow by 2.6 percent in 2005 and 5 

percent in 2006 and beyond.  
• Charges for services are expected to grow by 3.3 percent in 2005, and to that 

will be added $800,000 in additional towing fee revenue.  The source will then 
grow by 4.9 percent thereafter. 

 
 
Division Specific Assumptions 
• One police recruit class of 65 recruits is funded in 2005.  Thereafter, recruit 

classes sufficient to replace retiring uniformed staff are projected, such that 
existing staff levels are maintained.   

• One fire recruit class of 35 recruits is funded in 2005.   Thereafter, recruit 
classes sufficient to replace retiring uniformed staff are projected, such that 
existing staff levels are maintained.   
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